














































































































Subd. 4. The board to which such notice is given may 
by a majority vote of the whole board decide to dispute 
that the specified violation exists or that the time 
allowed is reasonable or the correction specified is 
correct, or that the commissioner may reduce aids, in 
which case written notice of such decision shall be 
given the commissioner. If the commissioner, after 
such further investigation as the commissioner deems 
necessary, adheres to the previous· notice, such board 
shall be entitled to a hearing by the state board, in 
which event a time and place shall be set therefor and 
notice be given by mail to the board of the district. The 
state board shall adopt rules governing the proceedings 
for hearings which shall be designed to give a full and 
fair hearing and permit interested parties an opportunity 
to produce evidence relating to the issues involved. 
Such rules may provide that any question of fact to be 
determined upon such review may be referred to one or 
more members of the board or to an employee of the 
state board acting as a referee to hear evidence and 
report to the state board the testimony taken. The state 
board, or any person designated to receive evidence 
upon a review under this act shall have the same right 
to issue subpoenas and administer oaths and parties to 
the review shall have the same right to subpoenas 
issued as are accorded with respect to proceedings 
before the industrial commission. There shall be a 
stenographic record made of all testimony given and 
other proceedings during such hearing, and as far as 
practicable rules governing reception of evidence in 
courts shall obtain. The decision of the state board 
shall be in writing and the controlling facts upon which 
the decision is made shall be stated in sufficient detail 
to apprise the parties and the reviewing court the basis 
and reason of the decision. The decision shall be 
confined to whether or not the specified violations or 
any of them existed at the date of the commissioner's 
first notice, whether such violations as did exist were 
corrected within the time permitted, and whether such 
violations require reduction of the state aids under this 
section. 
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Subd. 5. Violation; aid i:eduction. If the violation 
specified is corrected within the time permitted, or if 
the commissioner on being notified of the district 
board's decision to dispute decides the violation does 
not exist, or if the state board decides after hearing no 
violation specified in the commissioner's notice existed 
at the time of it, or that any that existed were corrected 
within the time permitted, there shall be no reduction of 
state aids payable to the school district. Otherwise state 
aids payable to the district for the year in which the 
violation occurred shall be reduced as follows: The 
total amount of state aids to which the district may be 
entitled shall be reduced in the proportion that the 
period during which a specified violation continued, 
computed from the last day of the time permitted for 
correction, bears to the total number of days school is 
held in the district during the year in which a violation 
exists, multiplied by 60 percent of the basic revenue, as 
defined in section 124A.22, subdivision 2, of the 
district for that year. 

Subd. 6. Reductions in aid under this section and 
section 124.19 shall be from general education aid. If 
there is not sufficient general education aid remaining 
to be paid for the school year in which the violation 
occurred, the reduction shall be from the other .aids 
listed in section 124.155, subdivision 2, that are pay
able to the district for that year in the order in which 
the aids are listed in section 124.155, subdivision 2. If 
there is not a sufficient amount of state aids remaining 
payable to the district for the school year in which the 
violation occurred to permit the full amount of reduc
tion required, that part of the required reduction not 
taken from that school year's aids will be taken from 
the state aids payable to the district for the next school 
year, and the reduction will be made from the various 
aids payable for the next year in the order above speci
fied. 
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Subd. 7. Appeal. A decision of the state board under 
this section may be appealed in accordance with 
chapter 14. 

Subd. 8. Any notice to be given the board of a district 
will be deemed given when a copy thereof is mailed, 
registered, to the superintendent of the district, if there 
is a superintendent, and to the clerk of the board of the 
district, unless it is shown that neither the superinten
dent nor the clerk in fact received such notice in the 
ordinary course of mail, in which event time for 
correction will be accordingly extended by the 
commissioner so that a reasonable time will be allowed 
from actual receipt of notice for correction. If notice is 
sent by the commissioner with respect to a violation 
which is continued by the district in a succeeding year, 
no separate notice for that violation for the succeeding 
year will be required. Proceedings initiated by such 
notice shall include any continuing violation notwith
standing that a part thereof occurs in a year different 
from that in which it started. The commissioner may 
require reasonable proof of the time that a violation 
ceased for the determination of the amount of aids to be 
withheld. Costs and disbursements of the review by the 
district court, exclusive of those incurred in the 
administrative proceedings, may be taxed against the 
losing party and in the event taxed against the state 

· shall be paid from the appropriations made to the 
department for the payment of special state aids. 
(January 1989) 

* Minnesota State Plan: Part II A, XI: 

When it has been determined that an LEA has 
included misclassified children/youth on its 
unduplicated child count, the SEA will go back to 
the year in which the infraction(s) occurred and 
reduce the LEA's entitlement for federal flow
through monies accordingly. The reduction is 
carried forward into the subsequent year's 
entitlement. ( 1988-90) 
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* 34 CPR 76. 700 (Education Department General 
Administration Regulations): 

A State and a subgrantee shall comply with the 
State plan and applicable statutes, regulations, and 
approved applications, and shall use Federal funds 
in accordance with those statutes, regulations, plan, 
and applications. (July 1, 1982) 

* 34 CPR 300.141 (Education of the Handicapped Act): 

Each annual program plan must include policies 
and procedures which insure that the State seeks to 
recover any funds provided under Part B of the Act 
for services to a child who is determined to be 
erroneously classified as eligible to be counted 
under section 611 (a) or (d) of the Act. (April 
1981) 

* 34 CPR 300.148 (Education of the Handicapped Act): 

Each annual program plan must set forth policies 
and procedures designed to insure that funds paid to 
the State under Part B of the Act are spent in 
accordance with the provisions of Part B, with 
particular attention given to sections 611(b), 611(c), 
6ll(d), 612(2), and 612(3) of the Act. (April 1981) 

* 20 U.S.C. 1232d(b)(l)-(8) 

An application submitted under subsection (a) of 
this section shall set forth assurances, satisfactory to 
the Secretary --

( 1) that each program will be administered in 
accordance with all applicable statutes, regulations, 
program plans, and applications; 
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(2) that the control of.funds provided under each 
program and title to property acquired with 
program funds will be in a public agency, or in a 
nonprofit private agency, institution, or 
organization if the statute authorizing the program 
provides for grants to those entities, and that the 
public agency or nonprofit private agency, 
institution, or organization will administer the funds 
and property; 

(3) that the State will adopt and use proper 
methods of administering each program, 
including --

(A) monitoring of agencies, institutions, and 
organizations responsible for carrying out each 
program, and the enforcement of any 
obligations imposed on those agencies, 
institutions, and organizations under law; 

(B) providing technical assistance, where 
necessary, to those agencies, institutions, and 
organizations; 

( C) encouraging the adoption of promising or 
innovative educational techniques by such 
agencies, institutions, and organizations;· 

(D) the dissemination throughout the State of 
information on program requirements and 
successful practices, and 

(E) the correction of deficiencies in program 
operations that are identified through monitor
ing or evaluation; 
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( 4) that the state will evaluate the effectiveness of 
covered programs in meeting their statutory objec
tives at such intervals (not less often than once 
every three years) and in accordance with such 
procedures as the Secretary may prescribe by 
regulation, and that the State will cooperate in 
carrying out any evaluation of each program con
ducted by or for the Secretary or other Federal 
official; 

(5) that the State will use fiscal control and fund 
accounting procedures that will ensure proper 
disbursement of, and accounting for, Federal funds 
paid to the State under each program. (Nov. 1, 
1978) 

* 29 September 1987 Memo from Norena Hale, Ph.D. to 
Superintendents and Directors of Special Education: 

The putpose of this memo is to restate and clarify the 
Department's long-standing policy that categorical 
special education funds can only be used to support 
programs designed for handicapped children and youth. 
Special education administrators and teachers who also 
serve in any non-special education capacity must have 
their salary appropriately prorated for the' purposes of 
reimbursement... ' 

This memo also serves to clarify that when, through the 
course of MDE reviews of local programs, it has been 
determined that ineligible students have been identified 

. and/or served in special education programs, the De
partment will recapture both the federal child count 
dollars and an appropriate proration of the service 
provider's salary. 

* 24 October 1988 Letter from G. Thomas Bellamy, Ph.D., 
Director, OSEP, to Norena Hale, Ph.D., re: response to 
Corrective Action Plan submitted by Minnesota to OSEP 
following monitoring of Minnesota: 
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. AK.:S422a3.pm3 
03/29/90. 

DOE must submit to OSEP, within 30 calendar days of 
receipt of this letter, the procedures which will be used 
as administrative sanctions in cases of cpntinued 
compliance violations. In addition, DOE must submit 
to OSEP within 60 calendar days of receipt of this 
letter, written assurance that each DOE staff person 
responsible for implementing the new procedures has 
received inservice training, and also the agenda of the 
training session with monitoring staff to verify that the 
training was conducted. 
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PROCEDURES FOR BUDGET 
ADJUSTMENTS, BASED ON 
ELIGIBILITY OR INELIGIBILITY, 
FOR MONITORING SPECIAL 
EDUCATION 

January 1990 

61 



PROCEDURES FOR BUDGET ADJUSTMENTS 
BASED ON ELIGIBILITY OR INELIGIBILITY 

FOR MONITORING SPECIAL EDUCATION 

The following procedures for budget adjustments are a part of the Minnesota Department of 
Education "Monitoring Model." The Minnesota Department of Education may make budget 
adjustments· following a compliance or follow-up review of a district's special education program 
or a complaint investigation. 

AUTHORITY 

MINIMUM 

The authority for the adjustment of funds comes from federal and state 
law. 
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The 1985 monitoring of Minnesota Department of Education by die U.S. 
Office of Special Education and Rehabilitation Services resulted in the 
mandate that Minnesota Department of Education include in a Corrective 
Action Plan procedures for recapturing funds for students determined to 
be erroneously classified as eligible. A memorandum from Dr. Norena 
Hale, Manager, Unique Learner Needs Section, Minnesota Department of 
Education (September 1987), reaffinned the mandate through a policy 
clarification regarding budget adjustments. 

REQUIREMENTS The Minnesota Department of Education will adjust district budgets when 
documentation in student records does not substantiate eligibility of 
students claimed on the most recent December 1st child count. In 
reviewing district documentation of student eligibility, monitors will 
verify that student records contain sufficient data supporting the existence 
of a handicapping condition according to approved district criteria. 
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SAMPLING 

FUNDING 
SOURCES 

This must include a minimum of: 
1. appropriate assessment data; (Appendix B ); 
2. a valid individual educational plan verifying placement. 

For minimum standards intended to guide decisions about student 
eligibility for the purpose of budget adjustments, see Appendix B. 

The sample size must be sufficient to capture the characteristics of the 

population. For cooperatives, the sample size will be three percent of the 

population and in no case less than 30 records. Further, to assure that a 
district in a cooperative is adequately represented, no sample will be less 
than five records. The number of records that will be sampled from single 
districts is shown in Appendix A. 

A random sample will be developed from the current year December 1st 

child count verification list provided by the district/cooperative prior to 
the monitoring visit. A table of random numbers will be used to generate 

the random sample. Prior to the monitoring visit, the monitoring chair 

will notify the district/cooperative of the names of the students whose 
records will be made available for review. 

There are two sources for adjusting funds. One is federal money based on 
child count. The other is money provided under state law and rule. Funds 

may be adjusted from either or both of these sources. 

Federal Funds 

Federal funds will be adjusted for each student identified as ineligible. 
Federal funds will not be adjusted for students who receive more than one 
service and who are eligible for at least one of those services. The amount 
of the adjustment will be equal to the amount the student generated for the 

count period. 

Example 1: 

In Cooperative A, 30 student records are reviewed. Of these, five 
fail to contain adequate documentation supporting eligibility. 
Federal funds are adjusted for each of the five students. 

63 



State Funds 

Students will be counted as ineligible for the purpose of the adjustment of 
state funds in the following situations: 

1) student records lack sufficient data supporting eligibility for 

each service provided: 
a) for students identified as handicapped; 

b) for students receiving service who ha".'e not been identified 

as handicapped; 
2) student records clearly indicate that the student did not qualify 

for service according to district criteria and there was not a 
valid, documented override. 

State funds will be adjusted when more than 20 percent of student records 

reviewed in a cooperative or single district fail to contain adequate 
documentation of eligibility. Up to 20 percent represents the amount that 

is statistically considered a measure of error. More than 20 percent is 

thought to represent a trend in district/cooperative practice of serving 
ineligible students. No student record will be counted as ineligible more 
than once. If 80 percent or more of the ineligible students are from one 
district then only that district in a cooperative will have funds adjusted. 

Example 2: 

In Cooperative A, 30 student records are reviewed. Of these, five 
did not contain adequate documentation supporting eligibility. 

Since state aid is not adjusted unless 21 percent or more of the 
records reviewed fail to support the determination of eligibility (21 
percent of 30 records= seven records), no adjustments are made to 
the cooperative's state budget application. Only federal funds are 

adjusted. 

When 20 percent or fewer of student records reviewed fail to contain 
adequate documentation of eligibility, only federal funds will be adjusted. 
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REPORTING 

Example 3: 

In District B, 50 student records are reviewed. Twenty-five records 
did not contain adequate documentation of eligibility. Since 21 
percent of 50 = 11 records, state funds will not be paid for the 25 
students whose records lacked adequate documentation. The num
ber of service hours noted on the individual education plans for these 
students will be multiplied by the average hourly cost per year of 
special education in Minnesota. State categorical aids will be 
adjusted on the district's budget application for the year. Federal 
funds are also adjusted. 

To determine the amount of state aid to be adjusted, the number of hours 
of ineligible service provided will be calculated. This number of hours 
will be multiplied by the average hourly cost per year of special education 
service for a Minnesota pupil. The product is the amount that will be 
adjusted. 

For the purpose of adjusting federal funds, the monitoring chair will 
report the number of students for who11.1 there were insufficient eligibility 
data. For the purpose of adjusting state funds, the chair will report the 
number of ineligible service hours provided for one year for students 
having insufficient eligibility data. 

ADJUSTMENTS Upon receipt of the monitoring report, the Aids, Data and Technology 
Unit of the Special Education Section will calculate the amount of funds 
to be adjusted and enter the appropriate amounts in the report based on 
ineligible students who: 

1) were reported for child count but have not yet generated funds; 
2) were reported for the previous years child count and have 

generated funds; 
3) are being served and therefore are generating state funds. 
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APPENDIX A 

SINGLE DISTRICTS SAMPLE SIZE 

The following table shall be used for selecting the sample size for single school districts: 
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APPENDIX B 

MINIMUM INDIVIDUAL ASSESSMENT DAT A 

The following minimum individual assessment data must be found in student records to 
document eligibility for special education services or funds may be adjusted. These are 
minimum standards intended to guide decisions about student eligibility for the purpose of 
budget adjustments. 

Specific Learning Disabilities 

• intellectual assessment 
• achievement assessment 
• norm referenced data documenting severe discrepancy at the time of an 

initial assessment or a minimum of a moderate discrepancy at the time 
of a reassessment between ability and achievement in basic reading 
skill, reading comprehension, mathematical calculation, mathematical 
reasoning, written expression, oral expression, or listening comprehension 

Speech/Language Disabilities 

• documentation, both formal and informal, that speech, voice, or language 
is significantly delayed for age or deviant from normal population 

Hearing Impaired 

• audiological assessment 
• documentation of adverse affects on educational performance 

Visually Handicapped 

• vision assessment 
• documentation of adverse affects on educational performance 

Physically Impaired 

• medical documentation of health impairment 
• documentation of adverse affects on educational performance 
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Mentally Handicapped 

• intellectual assessment 
• adaptive behavior assessment 

Other Health Impaired .. Autistic 

• medical documentation of health impairment or autism 

• documentation of adverse affect on educational performance 

Emotionally/Behaviorally Disturbed 

· behavior rating scale or other clinical instrument 
· data documenting existence of condition over an extended period of time 

in a variety of settings 
• data documenting adverse affects on educational performance 

Early Childhood Special Education 

.. documentation in one of the disability areas or, documentation of a 
medically diagnosed syndrome or condition known to hinder normal 
development, an overall delay in development or delay in two or more 
areas of development 

• identified through norm referenced instruments 
· documented systematic observation in the child's natural setting 
• developmental history 
• one other assessment procedure conducted on a different day than the 

norm referenced or medical assessment (i.e., parent report, language 
sample, criterion referenced instrument, or developmental checklists) 

Deaf/Blind 

• hearing evaluation 
• vision evaluation 
• standardized assessment verifying a developmental or functional delay 

Overrides 

Overrides must contain data such as test information, samples of classroom 
work, and observation data supporting the existence of a handicapping 
condition. 
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APPENDIX C 

EXAMPLES OF UN ACCEPT ABLE PRACTICES (FUNDS MAY BE RECAPTURED) 

The following are a few selected examples of unacceptable practices and are not intended to be 
all inclusive. 

I. Assessments are incomplete. 

A. Documentation is lacking, e.g.: 

1. there is no assessment information in file; 
2. there is no adaptive behavior assessment for educably or mentally 

handicapped students; 
3. there are no behavior rating scales or clinical instruments for 

students served for severe emotional disturbance; 
4. a learning disabled student does not have both an ability measure 

and an achievement measure. 

B. Tests administered are not appropriate for determining eligibility, e.g.: 

1. curriculum based measurement is used exclusively for learning 
disabilities or mentally handicapped; 

2. a Wide Range Achievement Test is used exclusively for a learning 
disability achievement measure; 

3. a Peabody Individual Achievement Test is used exclusively for a 
learning disabilities achievement measure; 

4. the Slossen is used exclusively as an ability measure; 
5. the Battele is used exclusively for early childhood special education. 

II. Student is placed in a special education program because of chemical 
dependency, bulimia or anorexia, attention deficit hyperactivity disorder, 
truancy, pregnancy, obesity, etc., but has no documented handicapping 
condition, e.g.: 

A. an obese child is given developmental adapted physical education 
without documentation of the existence of a handicapping condition such 
as other health impaired; 

72 



B. a student has been provided emotional/behavioral disturbances services 
in a residential program for chemical dependency without an 
emotional/behavioral disturbances assessment or other documentation 

supporting the existence of a handicapping condition; 

C. an elementary school student who is frequently absent is placed in a 

learning disabilities program prior to attempts to correct absenteeism. 

ill. A student is served on an interim individual educational plan without 

documentation of eligibility. 

IV. Level I students are claimed on a teacher's class list, e.g.: 

A. a student who has been terminated from Level Il or ID service and put on 

follow-up is claimed on the child count; 

B. a student who is being assessed is counted on the child count. 

V. A district places a student in special education even though the student is not 
eligible according to district criteria, e.g.: 

A. district eligibility criteria requires a score on a language test that is 2 
standard deviations fr.om the mean. A student is provided with a 
language even though the test score was only 1.5 standard deviations 

from the mean; 

B. a student is placed in an educably mentally handicapped program with a 
borderline intellectual score and an adaptive behavior score in the normal 
range. 

VI. A team override is used to place a student in special education without data to 

support the team decision that the formal assessment was inconclusive, e.g.: 

A. no supportive information from the student's classroom teacher or 
parents; 

B. no work samples or group test scores; 
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C. no evidence of significant discrepancies in the required areas. 

VII. A student has no current individual educational plan, e.g.: 

A. no individual educational plan is found for a level II student; 

B. there is no evidence that an individual educational plan meeting or an 

annual review has been held in the last year. 

BF:skj-S397b/AC:skj-S422a4.pm3 
3/29/90 
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